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SUBJECT:ADB LIKELY TO CUT LENDING RATE 

REF: STATE 156569 

1 . EMBASSY CONVEYED US POSITION AS STATED 

REFTEL TO GOVERNMENT OF NEW ZEALAND (GNZ) EARLIER 

THIS MONTH. AFTER SOME CONSULTATION WITHIN 

THEIR OWN RANKS, THE NEW ZEALANDERS HAVE 

NOW CONCLUDED IT IS IN THEIR BEST INTERESTS 

TO GO ALONG WITH A REDUCTION OF THE ADB 

RATE TO 8.25 PERCENT. WHILE THE GNZ FULLY 

AGREES WITH USG ON NECESSITY FOR SOUND 

BANKING PRACTICES IN ADB, THEY FRET, IN THIS 

INSTANCE A REDUCTION TO 8.25 PERCENT IS 
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NOT TOTALLY UNREASONABLE. GNZ POSITION IS 
HEAVILY COLORED BY POLITICAL CONSIDERATION 
OF NOT WISHING TO OFFEND DEVELOPING COUNTRY 
MEMBERS WITH WHOM THEY ARE GROUPED IN THE 
BANK. GNZ WILL, HOWEVER, INSIST THAT IF 
BANK BORROWING RATES RISE IN THE FUTURE 
THE LENDING RATE SHOULD BE ADIUSTED UPWARD 
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ACCORDINGLY. 

2 .AFTER HAVING STATED ABOVE POSITON, NZ 
TREASURY OFFICIAL WENT ON TO SAY THAT IF 
HOWEVER, STRONG OPPOSITION TO REDUCTION IN 
RATE SHOULD DEVELOP, THE GNZ COULD BE 
PERSUADED TO CHANGE ITS POSITION. IN 
SHORT, THE NEW ZEALANDERS DO NOT WANT TO 
BE OUT IN FRONT ON THIS ISSUE BUT PROBABLY 
WOULD SUPPORT THE US POSITION IF IT APPEARS 
THAT OUR VIEW HAS A GOOD CHANCE OF 
PREVAILING. SELDEN 
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